CHAPTER NINETEEN
The Theory of Surplus Value
marx's theory of surplus value is simple in its main outline,
though complicated in its details. He argues that a wage-earner
produces goods equal in value to his wages in a portion of the
working day, often assumed to be about half, and in the remain-
der of his working day produces goods which become the
property of the capitalist although he has not had to make any
payment for them. Thus the wage-earner produces more than
he is paid for; the value of this additional product is what
Marx calls 'surplus value.9 Out of surplus value come profits,
rent, tithes, taxes—in a word, everything except wages.
This view is based upon an economic argument which is not
altogether easy to follow, the more so as it is partly valid, partly
fallacious. It is, however, very necessary to analyse Marx's argu-
ment, since it has had a profound effect upon the development
of Socialism and Communism.
Marx starts from the orthodox economic doctrine that the
exchange value of a commodity is proportional to the amount
of labour required for its production. We have already considered
this doctrine in connection with Ricardo, and have seen that it is
true only partially and in certain circumstances. It is true in so
far as the cost of production is represented by wages, and
there is competition among capitalists which keeps the price as
low as possible. If the capitalists have formed themselves into a
Trust or Cartel, or if the cost of raw material is a large part of
the total cost of production, the theory is no longer true. Marx,
however, accepted the theory from the economists of his day,
although he despised them, apparently without any examination
of the grounds in its favour.
The next step in the argument is derived (without adequate
acknowledgment) from Malthus. It followed from Malthus's theory
of population that there would always be competition among
wage-earners, which would ensure that the value of labour,
like that of other commodities, should be measured by its cost

